Wisconsin Department of Administration
Division of Executive Budget and Finance

Fiscal Estimate - 2021 Session

Original [0 Updated 0 Corrected D Supplemental
LRB Number 21-0124/1 Introduction Number SB-227
Description

sales and use tax exemption ,f,c,”' diapers, undergarments for incontinence, tampons, and sapitary napkins
Fiscal Effect ‘

State:
[CINo State Fiscal Effect

Dlndeterminate

Increase Existing Increase Existing i
Appropriations DRevenues Increase pqsts - May be possible to
Decrease Existing [X] Decrease Existing absorb within agency's budget
Appropriations Revenues DYQS No
DCreate New Appropriations D Decrease Costs
Local:
E]No Local Government Costs
} Dlndeterminate 5.Types of Local Government
1.Dlncrease Costs S.Dlncrease Revenue Uﬁﬁ_Aﬁected DV'” DC"['
OPermissive [JMandatory  [[J|Permissive (] Mandatory Cown? O Olthage es
2, DIDecrease Costs 4. Decrease Revenue Ss:onolle y WT(eZI:
[]j PermissiveDMandatory DPermissiveMandatory Districts Districts
Fund Sources Affected Affected Ch. 20 Appropriations

GPR [OJFep [OJPro [OPRS [OSEG [ SEGS

Agency/Prepared By Authorized Signature Date

DOR/ Robert Schmidt (608) 266-5773 Jamie Adams (608) 266-6785 3/31/2021




Fiscal Estimate Narratives
DOR 3/31/2021

LRB Number 21-0124/1 Introduction Number SB-227 Estimate Type  Original

Description
sales and use tax exemption for diapers, undergarments for incontinence, tampons, and sanitary napkins

Assumptions Used in Arriving at Fiscal Estimate

The bill creates a sales and use tax exemption for diapers, undergarments for incontinence, tampons, and
sanitary napkins.

Diapers:

According to a 2019 survey report by Information Resources Inc. (IRI), US sales for the diapers were $4.92
billion. Assuming 5% growth, the department estimates sales to be $5.70 billion in 2022. The exemption largely
applies to products targeted at the population of individuals 0-3 years old. Based on US Census data, the
Wisconsin share of this portion of the US population is about 1.7%. The department estimates annual sales
and use tax revenue to decrease by about $4.8 million ($5.7 billion * 1.7% * 5%) under the bill.

Incontinence Products:

According to a 2019 survey report by Information Resources Inc. (IRI), US for incontinence products were
$1.88 billion in 2019. Assuming 5% growth, the department estimates sales to be $2.18 billion in 2022. The WI
share of the of the population that is 60 years old and older is about 1.9%. Assuming WI makes up 1.9% of
national consumption for these products, the department estimates sales tax revenue to decrease by about
$2.07 million ($2.18 billion * 1.9% * 5%) under the bill.

Tampons and Sanitary Napkins:

According to a market research report by Information Resources Inc (IRl), US sales of tampons and sanitary
napkins totaled $2.8 billion in 2018. Assuming 3.5% annual growth, sales are estimated to be $3.2 billion in
2022, The WI share of US female population is about 1.8%. Assuming WI makes up 1.8% of national
consumption of the products, the department estimates sales tax revenue to decrease by about $2.7 million
($3.2 billion * 1.7% * 5%) under the bill.

The total fiscal effect is estimated to be $9.6 million. The fiscal effect could be higher or lower to the extent the
actual Wisconsin market share of affected products is different from the estimated amount.

County taxes were 8.3% of state sales taxes in FY20. Assuming this percentage does not change, county
sales and use taxes would decrease by about $798,000 ($9.6 million * 8.3%) annually.

Administrative Costs
The department estimates one-time administrative costs of $1,300 for drafting new tax law article and updating
common questions publications. In addition, the department estimates ongoing costs of $4,500 to perform

audit duties and handle taxpayer questions. The department cannot absorb these costs with existing
resources.

Long-Range Fiscal Implications
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